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DEPARTMENT  OF  ENERGY 
Economic  Regulatory  Administration 
10CFR  Part  212 
[Docket  No.  ERA-R-80-26] 

Maximum  Lawful  Selling  Price  for 
Unleaded  Gasoline 

agency:  Economic  Regulatory 
Administration,  Department  of  Energy. 
action:  Further  notice  of  proposed 
rulemaking  and  public  hearing. 

SUMMARY:  The  Economic  Regulatory 
Administration  (ERA)  of  the  Department 
of  Energy  (DOE)  proposes  alternative 
amendments  and  a  public  hearing 
regarding  several  methods  for  imputing 
the  May  15, 1973  selling  price  for 
unleaded  gasoline.  Specifically,  DOE 
proposs  a  uniform  imputed  selling  price 
for  87  octane  (R  +  M)/2  unleaded 
gasoline.  In  addition,  DOE  proposes 
several  alternative  methods  of  pricing 
unleaded  gasoline  with  higher  than  87 
octane  (R  +  M)/2.  One  proposal  is  to 
allow  refiners  to  treat  all  grades  of 
gasoline  as  separate  product  categories 
and,  therefore,  allocate  increased  costs 
between  the  grades  as  the  refiner  deems 
appropriate.  Another  proposal  is  to 
allow  an  octane  adjustment  for  octane 
higher  than  87  octane  (R+M)/2. 

Finally,  a  technical  amendment,  to  the 
unleaded  gasoline  production  incentive 
is  proposed. 

DATES:  Written  comments  due 
October  14, 1980. 

Hearing  dates:  Los  Angeles, 

California,  September  5, 1980; 
Washington,  D.C.,  September  11, 1980. 

Requests  to  speak  by  4:30  p.m.,  August 
29, 1980,  for  Los  Angeles  hearing; 
September  3, 1980,  for  Washington,  D.C. 
hearing. 

ADDRESSES:  All  comments  and  requests 
to  speak  at  the  Washington,  D.C. 
hearing  should  be  submitted  to  the 
Economic  Regulatory  Administration, 
Office  of  Public  Hearing  Management, 
Docket  No.  ERA-R-80-2ft  Department 
of  Energy,  Room  2313,  2000  “M”  Street, 
NW,  Washington,  D.C.  20461,  (202)  653- 
3751. 

Requests  to  speak  at  Los  Angeles 
hearing  to  Terry  Osborn,  333  Market 
Street,  Region  IX,  San  Francisco, 
California  94105,  (415)  764-7027. 

Hearing  locations:  Los  Angeles 
hearing:  Los  Angeles,  Convention 
Center,  1201  South  Figueroa  Street, 

Room  202,  Los  Angeles,  California  90015; 
Washington,  D.C.  hearing:  Room  2105, 
2000  “M”  Street,  NW,  Washington,  D.C. 
20461. 

FOR  FURTHER  INFORMATION  CONTACT: 

William  Webb  (Office  of  Public 
Information),  Economic  Regulatory 
Administration,  Room  B-110,  2000  M 


Street,  NW.,  Washington,  D.C.  20461, 
(202)  653-4055. 

Lorraine  Hall  (Public  Hearings  Office). 
Economic  Regulatory  Administration, 
Room  B-210,  2000  M  Street,  NW., 
Washington,  D.C.  20461,  (202)  653- 
3971. 

Chuck  Boehl  (Office  of  Regulations  and 
Emergency  Planning),  Economic 
Regulatory  Administration,  Room 
7108,  2000  M  Street,  NW.,  Washington, 
D.C,  20461,  (202)  653-3220. 

William  Mayo  Lee  or  William  Funk 
(Office  of  General  Counsel), 
Department  of  Energy,  Room  6A-127, 
1000  Independence  Avenue,  SW., 
Washington,  D.C.  20585,  (202)  252- 
6754  or  252-6736. 

SUPPLEMENTARY  INFORMATION: 

I.  Background 

II.  Proposed  Amendments 

III.  Written  Comments  and  Public  Hearings 
Procedures 

IV.  Procedural  Requirements 
I.  Background 

Generally,  under  the  current  price 
regulations  the  maximum  lawful  price 
refiners  may  charge  for  unleaded 
gasoline  is  the  May  15, 1973  selling  price 
of  unleaded  gasoline  plus  increased 
product  and  non-produce  costs.  In 
addition,  refiners  are  permitted  to 
recoup  additional  increased  costs  on 
gasoline  pursuant  to  the  gasoline  "tilt” 
rule  in  §  212.83(c)  and  the  unleaded 
gasoline  production  incentive  in 
§  212.83(1). 

If  a  refiner  did  not  sell  unleaded 
gasoline  on  May  15, 1973,  or  30  days 
prior  thereto,  as  was  the  case  for  most 
refiners,  the  maximum  lawful  selling 
price  for  unleaded  gasoline  is  calculated 
using  an  imputed  May  15, 1973  selling 
price  determined  pursuant  to 
§  212.112(b)(1).  This  imputed  selling 
price  is  the  weighted  average  selling 
price  charged  for  leaded  gasoline  on 
May  15, 1973  of  the  same  or  nearest 
octane  as  the  unleaded  gasoline 
currently  sold,  plus  one  cent.  The 
additional  one  cent  is  intended  to  reflect 
the  additional  cost  associated  with 
producing  unleaded  gasoline. 

Pursuant  to  §  212.83(c)(l)(i)(B)  refiners 
may  designate  different  types  and 
grades  of  gasoline  as  separate 
categories  within  the  product  category 
gasoline,  provided  such  types  and 
grades  have  consistently  and 
historically  been  designated  as  such  by 
the  refiner  and  not  disapproved  by  the 
DOE.  In  some  instances,  DOE  has  not 
disallowed  refiners  treating  new  grades 
of  unleaded  gasoline  as  separate 
product  categories.  * 

The  current  rules  permit  each 
individual  refiner  to  allocate  increased 
costs  to  specific  categories  of  gasoline 


as  the  refiner  deems  appropriate.  Thus, 
a  refiner,  which  treats  a  single  grade 
unleaded  gasoline  with  an  octane  rating 
of  90  (R-|-M)/2  as  a  separate  product 
category  has  the  pricing  flexibility  under 
the  present  rules  to  allocate  as  much 
increased  costs  to  the  90  octane  (R-i-M)/ 

2  unleaded  gasoline  as  the  refiner 
believes  the  market  will  allow. 

In  addition,  refiners  are  permitted  to 
increase  the  amount  of  costs  which  may 
be  passed  through  in  gasoline  price 
increases  to  reflect  increased  production 
of  unleaded  gasoline  (44  FR  69594,  Dec. 

3, 1979).  The  increased  costs  are 
permitted  refiners  which  produce  more 
unleaded  gasoline  than  the  national 
average  or  than  they  refined  in  the- 
corresponding  month  in  1978. 

On  June  4, 1979,  DOE  issued  a  notice 
of  proposed  rulemaking  (44  FR  32622, 

June  6, 1979)  regarding  the  price  rules  for 
unleaded  gasoline.  In  the  Notice  DOE 
proposed  to  amend  §  212.112(b)(1)  to 
delete  the  “same  or  nearest  octane 
number”  provision  and  to  require  that 
the  imputed  May  15, 1973  selling  price 
for  unleaded  gasoline  be  computed  using 
the  weighted  average  price  charged  for 
all  types  and  grades  of  leaded  gasoline. 
After  evaluating  the  comments  received 
concerning  this  issue,  DOE  continued 
the  rulemaking  with  respect  to  this  rule. 
For  a  discussion  of  the  comments  see  44  ' 
FR  69595,  December  3, 1979. 

The  purpose  of  this  Notice  is  to 
propose  various  amendments  to  the 
unleaded  gasoline  pricing  rules  intended 
to  encourage  the  increased  production  of 
unleaded  gasoline  with  efficient  octane 
ratings.  DOE  believes  the  current  rules 
may  encourage  refiners  to  produce  - 
unleaded  gasoline  with  a  higher  octane 
rating  than  is  necessary  for  operating 
the  current  automobile  fleet,  which 
results  in  the  use  of  more  crude  oil  and 
other  petroleum  feedstocks  than  would 
otherwise  be  necessary.  This  is  because 
the  “same  or  nearest  octane  number” 
provision  used  in  imputing  the  May  15, 
1973  selling  price  for  higher  priced 
unleaded  gasoline  encourages  refiners 
to  produce  gasoline  with  an  octane 
number  “closer”  to  the  octane  of  the 
leaded  premium  gasoline  they  sold  on 
May  15, 1973  than  to  the  lower  priced 
regular  leaded  gasoline  they  sold  on  that 
date.  Accordingly,  unleaded  octane 
ratings  tend  to  be  higher  than  necessary. 
A  second  anomaly  caused  by  the  “same 
or  nearest  octane”  rule  occurs  when 
firms  produced  only  a  subregular  grade 
leaded  gasoline  on  May  15, 1973,  and 
are  required  to  use  the  May  15, 1973 
selling  price  of  that  subregular  grade  to 
impute  unleaded  May  15, 1973  selling 
prices.  Thus,  the  “same  or  nearest 
octane”  rule  is  wasteful  of  refining 
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capacity  and  is  a  misuse  of  petroleum 
resources.  Accordingly,  DOE  proposes 
to  remove  these  anomolies  and  to 
encourage  production  of  unleaded 
gasoline  with  the  most  efficient  octane 
ratings  for  the  current  automobile  fleet 
and  discourage  the  production  of 
unleaded  gasoline  with  octane  ratings 
that  are  not  efficient. 

Because  the  primary  purpose  of  this 
rulemaking  proceeding  is  to  ascertain 
what  changes,  if  any,  are  needed  to  the 
DOE  price  rules  to  encourage  the 
production  of  unleaded  gasoline  with 
octane  ratings  most  appropriate  for  the 
American  automobile  fleet,  commenters 
should  address  which  parts,  if  any,  of 
the  alternative  amendments  proposed 
they  support  and  which  they  oppose. 

DOE  reserves  the  right  to  adopt  all  or 
parts  of  any  of  the  various  proposed 
amendments. 

There  is  a  fundamental  distinction 
between  the  primary  proposals 
described  in  Part  II.  The  establishment 
of  separate  product  categories  for  new 
grades  of  gasoline  is  a  method  of 
allocating  allowable  increased  costs. 

The  imputed  May  15, 1973  selling  price 
and  octane  adjustment  proposals, 
however,  do  not  have  to  be  justified  on 
the  basis  of  refiners'  actual  costs.  Thus, 
the  proposals  to  establish  the  May  15, 
1973  selling  price  and  octane  adjustment 
on  the  basis  of  octane  ratings  could 
result  in  a  change  in  refiners’  current 
margins.  For  example,  under  the  current 
rules  the  unleaded  margin  is  the  margin 
of  the  “same  or  nearest  octane”  leaded 
gasoline  sold  on  May  15, 1973  plus  one 
cent.  The  proposed  rules  would  base  the 
unleaded  margin  for  87  octane  (R  +  M)/2 
unleaded  gasoline  on  the  margin  for  89 
octane  (R  +  M)/2  leaded  gasoline  sold  on 
May  15, 1973  and  would  increase  the 
margin  for  higher  grades.  Conversely, 
permitting  refiners  to  change  their 
product  categories  to  reflect  new  grades 
of  gasoline  is  a  method  of  allocating 
increased  costs  already  incurred  by  the 
refiner  and  in  itself  would  not  change 
refiners’  margins. 

DOE  believes  its  proposal  to  change 
the  margin  [i.e.,  imputed  May  15, 1973 
selling  price]  for  desirable  grades  of 
unleaded  gasoline  will  provide  refiners 
an  economic  incentive  to  produce 
gasoline  of  such  octane  levels.  In 
addition,  by  deleting  the  “same  or 
nearest  octane”  provision  in  the  current 
rules,  refiners  will  hot  be  encouraged  to 
produce  unleaded  gasoline  with  octane 
ratings  “closer”  to  their  historic 
premium  leaded  gasoline  sold  in  May  15, 
1973,  in  order  to  benefit  from  the  higher 
margin  recouped  on  it  on  May  15, 1973. 
Also,  refiners  which  sold  only  a 
subregular  grade  of  leaded  gasoline  on 


May  15, 1973,  will  not  be  required  to  use 
that  selling  price  to  impute  a  May  15, 

1973  selling  price  for  unleaded  gasoline. 

The  proposal  to  allow  refiners  to  treat 
new  grades  of  unleaded  gasoline  as 
separate  product  categories  will 
increase  refiners’  pricing  flexibility 
between  various  grades  of  gasoline  and 
thus  increase  competition  for  various 
grades  of  unleaded  gasoline. 

Accordingly,  DOE  believes  if  refiners 
are  permitted  to  allocate  increased  cost 
to  grades  of  unleaded  as  they  deem 
appropriate,  refiners  will  increase  their 
production  of  grades  of  unleaded 
gasoline  more  compatible  with 
motorists’  needs. 

II.  Proposed  Amendments 

A.  Optional  Calculation  of  Imputing  a 
May  15, 1973,  Selling  Price 

DOE  proposes  to  amend  the  price 
rules  to  give  all  refiners  the  option  of 
imputing  a  May  15, 1973  selling  price 
and  octane  adjustment  for  unleaded 
gasoline  as  described  in  Section  B 
below.  By  treating  all  refiners  in  a 
similar  manner,  whether  or  not  they  sold 
unleaded  gasoline  on  May  15, 1973,  all 
refiners  will  have  the  same  economic 
incentives  to  produce  unleaded  gasoline. 

Specifically,  DOE  is  proposing  that 
beginning  on  the  date  of  the  final  rules, 
if  any,  are  adopted,  firms  which  sold 
unleaded  gasoline  on  May  15, 1973 
selling  price  for  unleaded  gasoline 
pursuant  to  the  rules  set  forth  in  Section 
212.112(b].  In  the  alternative  DOE  is 
proposing  that  such  refiners  be  required 
to  impute  the  May  15, 1973  selling  price 
for  unleaded  gasoline. 

DOE  solicits  comments  on  whether 
refiners  will  elect  to  impute  a  May  15, 
1973  selling  price  for  unleaded  gasoline 
under  the  various  alternative  methods 
proposed  or  continue  to  use  the  actual 
selling  price.  Specifically,  refiners, 
which  sold  unleaded  gasoline  in  May 
1973,  should  submit  data  documenting 
what  the  May  15, 1973  selling  price 
would  be  under  the  proposed  methods 
of  imputing  the  May  15, 1973  imleaded 
selling  price.  Comments  are  requested 
on  the  suitability  of  these  options  for 
refiners  that  intend  to  change  octane 
levels. 

B.  Methods  of  Imputing  the  May  15, 

1973,  Selling  Price  for  All  Grades  of 
Unleaded  Gasoline 

Currently  refiners  impute  the  May  15, 
1973  selling  price  for  unleaded  gasoline 
using  the  May  15, 1973  weighted  average 
selling  price  of  leaded  gasoline  of  the 
“same  or  nearest  octane,”  plus  one  cent. 
DOE  believes  the  current  rule  may  be 
encouraging  the  production  of  unleaded 
premium  gasoline  with  unduly  high 


octane  ratings  in  order  to  use  leaded 
premium  prices  charged  on  May  15, 1973 
to  impute  the  May  15, 1973  selling  price. 
Conversely,  the  production  of  imleaded 
gasoline  with  octane  ratings  only 
slightly  higher  than  regular  leaded 
gasoline  is  discouraged  because  the 
current  rule  requires  that  the  imputed 
selling  price  for  such  unleaded  gasoline 
be  calculated  on  the  basis  of  the  lower 
octane  regular  leaded  gasoline.  Also, 
firms  that  produced  a  subregular  leaded 
gasoline  are  at  a  price  disadvantage 
compared  to  other  unleaded  refiners. 

1.  Imputed  May  15, 1973,  Selling  Price 
for  87  Octane  (R+M)/2  Unleaded 
Gasoline 

DOE  proposes  that  the  imputed  May 
15, 1973  selling  price  for  the  EPA 
minimum  specification  87  octane 
(R+M)/2  unleaded  gasoline  be  based  on 
the  May  15, 1973  selling  price  for  89 
octane  (R+M]/2  leaded  gasoline  sold  by 
the  refiner  on  May  15, 1973,  plus  the 
current  allowable  one  cent  markup. 

DOE  believes  most  refiners  sold  89 
octane  (R+M}/2  leaded  gasoline  on 
May  15, 1973  and,  therefore,  it  would  be 
an  appropriate  base  price  for  imputing 
minimum  octane  unleaded  base  prices. 
DOE  solicits  comments  on  the 
advisability  of  permitting  firms  to  use 
the  May  15, 1973  selling  price  of  89 
octane  (R+M]/2  leaded  gasoline  as  the 
selling  price  for  87  octane  (R+M)/2 
unleaded  gasoline. 

Refiners  that  did  not  sell  89  octane 
(R+M]/2  leaded  gasoline  on  May  15, 
1973  would  use  the  May  15, 1973  selling 
price  of  the  leaded  gasoline  of  the 
nearest  octasne  to  89  sold  by  the  refiner, 
plus  one  cent,  and  adjust  it  upwards  or 
downwards  by  one  half  cent  an  octane 
to  reach  89  octane  (R+M]/2  to  impute 
the  May  15, 1973  unleaded  selling  price 
for  87  octane  (R+M)/2  unleaded 
gasoline.  For  example,  a  firm  that  only 
sold  86  octane  (R+M]/2  leaded  gasoline 
for  33  cents  on  May  15, 1973,  would 
impute  a  May  15, 1973  selling  price  of 
35.5  cents  for  87  octane  (R+M)/2 
unleaded  gasoline. 

a.  (89  (R+M)/2  -  86  {R+M)/2  =  3 
octane  ratings). 

b.  (3  octane  ratings  times  .5  cent  =  1.5 
cents). 

c.  (33  cents  +  1  cent  +  1.5  cents  = 
35.5  cents). 

Conversely,  a  firm  that  only  sold  90 
octane  (R+M]/2  leaded  gasoline  for  36 
cents  on  May  15, 1973,  would  impute  a 
May  15, 1973  selling  price  of  36.5  cents 
for  87  octane  (R+M)/2  unleaded 
gasoline. 

a.  (90  (R+M)/2  -  89  (R+M)/2  =  1 
octane  ratings). 

b.  (1  octane  rating  times  .5  cent  =  .5 
cent). 
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c.  (36  cents  4-  1  cent  —  .5  cent  =  36.5 
cents). 

DOE  requests  comments  on  what 
grades  of  leaded  gasoline  were  sold  by 
refiners  on  May  15, 1973. 

2.  Octane  Adjustment  For  Unleaded 
Gasoline  Greater  Than  87  Octane 
(R+M)/2. 

DOE  proposes  the  following 
alternative  methods  of  computing  the 
adjustment  to  the  imputed  May  15, 1973 
selling  price  of  87  octane  (R  +  M)/2 
unleaded  gasoline  to  impute  the  May  15, 
1973  selling  price  of  higher  octane 
unleaded  gasoline.  Generally,  each 
proposal  permits  refiners  an  octane 
adjustment  for  each  octane  rating  the 
unleaded  gasoline  is  greater  than  87 
octane  (R+M}/2.  Refiners  which  sell  an 
unleaded  gasoline  with  an  octane  rating 
less  than  87  octane  (R+M)/2  will 
receive  no  increment  or  decrement.  The 
octane  rating  of  unleaded  gasoline  with 
a  fractional  octane  rating  of  .5  or  less 
shall  be  rounded  to  the  lower  whole 
number  while  fractions  above  .5  may  be 
rounded  to  the  next  whole  octane. 

With  respect  to  each  of  the  octane 
adjustment  proposals,  DOE  proposes 
that  firms  not  be  permitted  an 
adjustment  for  octane  improvements 
above  91  octane  (R+M)/2.  Thus,  a 
refiner  which  sells  93  octane  (R+M)/2 
unleaded  gasoline  would  only  be 
permitted  an  adjustment  equal  to  that 
permitted  for  91  octane  (R+M)/2.  DOE 
solicits  comments  on  the  advisability  of 
limiting  the  octane  adjustment  to  octane 
increases  between  87  and  91  octanes 
(R  +  M)/2  and,  specifically,  whether  an 
unleaded  gasoline  with  an  octane  higher 
than  91  octane  (R+M)/2  is  necessary 
for  the  current  automobile  fleet. 

Primary  Proposal:  The  adjustment 
would  equal  one  half  cent  (.5  cent)  for 
each  octane  rating  (R+M)/2  the 
unleaded  gasoline  is  greater  than  87 
octane  (R+M)/2.*  This  adjustment  is 
based  on  the  estimated  increased  cost  of 
producing  higher  grades  of  unleaded 
gasoline.  For  example,  a  refiner  which 
sold  89  octane  (R+M)/2  leaded  gasoline 
on  May  15, 1973  for  35  cents  per  gallon 
and  currently  sells  unleaded  gasoline 
with  an  octane  rating  of  91  (R  +  M)/2 
would  impute  a  May  15, 1973  selling 
price  for  unleaded  gasoline  of  38  cents 
per  gallon. 

a.  (91  (R+M)/2  -  87  (R  +  M)/2  =  4 
octane  ratings). 

b.  (.5  cent  x  4  octane  ratings  =  2 
cents). 

c.  (35  cents  +  1  cent  +  2  cents  =  38 
cents). 

DOE  solicits  comments  on  the 
advisability  of  requiring  firms  that  sell 


*  See  Regulatory  Analysis  for  discussion  of  the 
one  half  cent  adjustment. 


unleaded  gasoline  with  less  than  87 
octane  (R+M)/2  rating  to  reduce  the 
base  price  by  .5  cent  times  each  octane 
rating  the  unleaded  gasoline  is  less  than 
87  octane  (R  +  M)/2. 

DOE  invites  comments,  documented 
with  financial  data,  regarding  the 
appropriateness  of  using  a  one  half  cent 
increment  to  reflect  increased  unleaded 
octane  ratings  greater  than  87  octane 
(R+M)/2.  Moreover,  DOE  seeks 
information  regarding  the  octane  ratings 
of  unleaded  gasoline  firms  would  sell,  or 
foresee  selling,  if  these  amendments  are 
adopted  or  if  the  regulation  remains 
unchanged. 

Alternative  1:  The  cents  per  gallon 
adjustment  for  octane  ratings  greater 
than  87  octane  (R+M)/2  would  equal 
the  difference  between  the  May  15, 1973 
selling  price  of  the  highest  and  lowest 
octane  leaded  gasoline  divided  by  the 
difference  between  the  octane  rating 
(R+M)/2  of  the  highest  and  lowest 
octane  leaded  gasoline  sold  by  the 
individual  refiner  on  May  15, 1973  to  a 
class  of  purchaser.  In  most  instances  on 
May  15, 1973,  leaded  premium  gasoline 
was  93  octane  (R+M]/2  and  the  price 
spread  between  regular  and  premium 
gasoline  was  2  cents  at  wholesale  and  4 
cents  at  retail.  For  example,  a  refiner 
that  sold  regular  (89  octane)  and 
premium  (93  octane)  leaded  gasoline  at 
retail  at  35  cents  and  39  cents, 
respectively,  on  May  15, 1973,  would 
impute  a  May  15, 1973  retail  selling  price 
of  40.0  cents  per  gallon  for  unleaded 
gasoline  with  a  91  octane  rating. 

a.  (93  (R+M)/2  -  89  (R+M)/2  =  1 
octane  ratings). 

b.  (39  cents  —  35  cents  =  4  cents). 

c.  (4  cents/4  octane  ratings  =  1.0  cent 
per  octane  rating). 

d.  (91  (R+M)/2  -  87  (R+M)/2  =  4 
octane  ratings). 

e.  (4  octane  ratings  x  1.0  cent  =  4.0 
cents). 

f.  (35  cents  +  1  cent  +  4.0  cents  = 

40.0  cents). 

As  an  option  within  this  alternative, 
DOE  proposes  that  the  leaded  prices  at 
one  specific  level  of  distribution,  such  as 
retail  or  the  refinery  gate,  or  the 
weighted  average  price  of  all  sales, 
instead  of  for  each  class  of  purchaser, 
be  used  to  calculate  the  adjustment. 
Thus,  in  lieu  of  computing  the  increment 
for  each  class  of  purchaser  only  one 
calculation  would  be  made  and  that 
amount  would  be  used  to  impute  the 
May  15, 1973  unleaded  selling  price  for 
every  class  of  purchaser.  For  instance, 
in  the  above  example,  the  imputed  May 
15, 1973  selling  price  to  each  class  of 
purchaser  would  be  the  selling  price  of 
89  octane  (R+M)/2  leaded  gasoline  on 
May  15, 1973  to  that  class  of  purchaser, 
plus  1  cent,  plus  4.0  cents.  Rather  than 


calculating  the  adjustment  separately 
for  each  class  of  purchaser  purchasing 
unleaded  gasoline  higher  than  87  octane 
(R  +  M)/2,  a  single  adjustment  would  be 
used. 

Alternative  2:  The  adjustment  would 
be  based  on  a  graduated  scale  with  the 
fixed  cents  per  gallon  for  each 
additional  octane  rating  increasing  as 
the  octane  rating  increases  over  87 
octane  (R  +  M)/2.  That  is,  the  fixed  cents 
per  gallon  increase  would  be  permitted 
to  reflect  each  specific  octane  rating 
greater  than  87  octane  (R+M)/2.  A 
graduated  scale  such  as  the  following 
would  be  adopted.  This  would  more 
truly  reflect  actual  nonlinear  costs  to 
increase  unleaded  octane,  but  ignores 
the  counterproductive  effect  of 
unnecessarily  increasing  the  octane  of 
unleaded  gasoline  beyond  the  point  of 
automotive  needs.® 


Incremental 
increase  for 
each  octane 
greater  than 

87  (n+M)/2 

Cm  cents) 

Total  cents 
permined  for 
octane 
increases  of 
corresponding 
amount 

Total  octane  increase; 

1 . 

.50 

.50 

2 . . 

.55 

1.05 

3 . 

.60 

1.65 

A 

.65 

2.30 

® . . . - . 

.70 

3.00 

Thus,  a  refiner  that  sold  89  octane 
(R+M)/2  leaded  gasoline  for  35  cents  on 
May  15, 1973,  would  impute  a  May  15, 
1973  selling  price  of  38.3  cents  per  gallon 
for  91  octane  unleaded  gasoline. 

a.  (91  (R+M)/2-87  (R+M)/2=4 
octane  ratings) 

b.  (4  octane  ratings  =  2.30  cents) 

c.  (35  cents +1  cent +2.3  cents  =  38.3 
cents) 

DOE  solicits  comments,  documented 
with  financial  data,  on  what  the 
incremental  cents  per  gallon  per  octane 
rating  should  be  and  if  at  some  point  the 
cents  per  gallon  octane  rating  should 
become  constant  or  decrease.  In  other 
words,  DOE  wants  to  know  the  exact 
cost  of  making  each  octane 
improvement  in  unleaded  gasoline. 

C.  New  Grades  of  Unleaded  Gasoline 

The  provision  in  §  212.83(c)(l)(i)(B) 
which  permits  refiners  to  treat  separate 
types  and  grades  of  gasoline  as  distinct 
products  is  based  on  the  refiners’  having 
“consistently  and  historically”  done  so 
and  on  notification  of  DOE. 
Consequently,  there  is  a  disincentive  for 
refiners  to  introduce  new  grades  of 


*  See  Regulatory  Analysis  for  discussion  of  the 
graduated  scale. 
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unleaded  gasoline  because  refiners  may 
not  automatically  treat  such  grades  of 
unleaded  gasoline  as  separate  product 
categories.  Thus,  refiners  are  denied  the 
pricing  flexibility  that  results  from  being 
allowed  to  treat  new  grades  of  gasoline 
as  separate  product  categories  and, 
thereby,  apportion  increased  costs  to  the 
new  grade  of  gasoline  as  they  deem 
appropriate. 

DOE  proposes  to  amend 
§  212.83(c)(l)(i)(B)  to  delete  the 
“consistently  and  historically 
differentiated  by  the  refiner”  clause  and 
the  notification  provision.  In  the 
alternative,  DOE  proposes  to  amend  the 
provision  and  permit  new  categories  to 
be  established  for  new  grades  of 
unleaded  gasoline  with  octane  ratings 
above  87  octane  (R  +  M)/2. 

DOE  believes  either  proposal  will 
encourage  the  production  of  unleaded 
gasoline  with  more  efficient  octane 
ratings.  This  is  because  firms  that 
introduce  new  grades  of  unleaded 
gasoline  will  automatically  be  permitted 
the  pricing  flexibility  to  apportion 
increased  costs  to  the  new  grades  as  the 
refiner  deems  appropriate. 

D.  Unleaded  Gasoline  Production 
Incentive 

Pursuant  to  §  212.83(j)  refiners  are 
currently  permitted  to  increase  the 
amount  of  costs  which  may  be  allocated 
to  gasoline  to  reflect  increases  in 
unleaded  gasoline  production.  The  rule, 
"unleaded  gasoline  production 
incentive,”  which  was  adopted  effective 
December  1, 1979.  (44  FR  69594, 
December  3, 1979),  is  intended  to 
encourage  the  production  of  unleaded 
gasoline.  The  provisions  of  the  rule 
which  establish  the  incentive,  however, 
do  not  refer  to  the  "bankability”  or 
“sequence  of  recoupment”  of  increased 
costs  derived  from  the  incentive. 
Currently,  the  pass-through  of  the 
incentive  is  included  in  the  “H”  factor. 
Therefore,  to  clarify  that  recouped 
increased  costs  derived  from  the 
incentive  may  be  “banked”  and  the 
exact  order  of  recoupment,  DOE 
proposes  to  amend  the  price  formula  to 
include  the  incentive  in  the  “A”  factor. 
By  removing  the  incentive  from  the  “H” 
factor,  where  its  “bankability”  and 
“sequence  of  recoupment”  are  not  clear, 
and  adding  it  to  the  “A”  factor,  DOE 
believes  many  uncertainties  regarding 
the  treatment  of  the  incentive  wilt  be 
resolved. 

III.  Written  Comments  and  Public 
Hearing  Procedures 

A.  Written  Comments 

You  are  invited  to  participate  in  this 
proceeding  by  submitting  data,  views  or 


arguments  with  respect  to  any  matters 
relevant  to  this  notice.  Comments 
should  be  submitted  by  the  date 
indicated  in  the  “Dates”  section  of  this 
notice  and  should  be  identiBed  on  the 
outside  envelope  and  on  the  document 
with  the  docket  number  ERA-R-80-26 
and  the  designation:  “Price  Rules  for 
Unleaded  Gasoline."  Ten  copies  should 
be  submitted. 

Any  information  or  data  submitted 
which  you  consider  to  be  confidential 
must  be  so  identified  and  submitted  in 
writing,  one  copy  only.  We  reserve  the 
right  to  determine  the  confidential  status 
of  such  information  or^ata  and  to  treat 
it  according  to  our  determination. 

B.  Public  Hearing 

1.  Procedure  for  Request  to  Make  Oral 
Presentation — If  you  have  any  interest 
in  the  matters  discussed  in  this  notice, 
or  represent  a  group  or  class  of  persons 
that  has  an  interest,  you  may  request  an 
opportunity  to  make  an  oral 
presentation  by  4:30  p.m.  on  August  29, 
1980,  for  the  Los  Angeles  hearing  and 
September  9, 1980,  for  the  Washington, 
D.C.  hearing.  You  should  also  provide  a 
phone  number  where  you  may  be 
contacted  through  the  day  before  the 
hearing. 

If  you  are  selected  to  be  heard,  you 
will  be  notified  before  4:30  p.m.  on 
September  4, 1980,  for  the  Los  Angeles 
hearing  and  September  10, 1980,  for  the 
Washington,  D.C.  hearing,  and  are 
requested  to  submit  one  hundred  copies 
of  your  statement  to  the  hearing  location 
by  8:30  on  the  morning  of  the  hearing. 

2.  Conduct  of  the  Hearing — We 
reserve  the  right  to  select  the  persons  to 
be  heard  at  the  hearing,  to  schedule 
their  respective  presentations,  and  to 
establish  the  procedures  governing  the 
conduct  of  the  hearing.  The  length  of 
each  presentation  may  be  limited,  based 
on  the  number  of  persons  requesting  to 
be  heard. 

A  DOE  official  will  be  designated  to 
preside  at  the  hearing.  This  will  not  be  a 
judicial-type  hearing.  Questions  may  be 
asked  only  by  those  conducting  the 
hearing.  At  the  conclusion  of  all  initial 
oral  statements,  each  person  who  has 
made  an  oral  statement  will  be  given  the 
opportunity  to  make  a  rebuttal 
statement.  The  rebuttal  statements  will 
be  given  in  the  order  in  which  the  initial 
statements  were  made  and  will  be 
subject  to  time  limitations. 

If  you  wish  to  ask  a  question  at  the 
hearing,  you  may  submit  the  question,  in 
writing,  to  the  presiding  officer.  The 
DOE  or,  if  the  question  is  submitted  at  a 
hearing,  the  presiding  officer  will 
determine  whether  the  question  is 
relevant,  and  whether  time  limitations 
permit  it  to  be  presented  for  answer. 


The  question  will  be  asked  of  the 
witness  by  the  presiding  officer. 

Any  further  procedural  rules  needed 
for  the  proper  conduct  of  the  hearing 
will  be  announced  by  the  presiding 
officer. 

A  transcript  of  the  hearing  will  be 
made  and  the  entire  record  of  the 
hearing,  including  the  transcript,  will  be 
retained  by  the  DOE  and  made 
available  for  inspection  at  the  DOE 
Freedom  of  Information  Office,  Room 
GA-152,  James  Forrestal  Building,  1000 
Independence  Avenue,  SW., 

Washington,  D.C.,  between  the  hours  of 
8:00  a.m.  and  4:30  p.m.,  Monday  through 
Friday.  You  may  purchase  a  copy  of  the 
transcript  of  the  hearing  from  the 
reporter. 

In  the  event  that  it  becomes  necessary 
for  us  to  cancel  the  hearing,  we  will 
make  every  effort  to  publish  advance 
notice  in  the  Federal  Register  of  such 
cancellation.  Moreover,  we  will  give 
actual  notice  to  all  persons  scheduled  to 
testify  at  the  hearing.  However,  it  is  not 
possible  to  give  actual  notice  of  a 
cancellation  or  changes  to  persons  not 
identified  to  us  as  participants. 
Accordingly,  persons  desiring  to  attend 
the  hearing  are  advised  to  contact  the 
DOE  on  the  last  working  day  preceding 
the  date  of  the  hearing  to  confirm  that  it 
will  be  held  as  scheduled. 

IV.  Procedural  Requirements 

A.  Section  7  of  the  FEA  Act 

As  required  by  section  7(a]  of  the 
Federal  Energy  Administration  Act  of 
1974  (15  U.S.C.  787  et  seq..  Pub.  L.  93- 
275,  as  amended],  a  copy  of  this  notice 
has  been  submitted  to  the  Administrator 
of  the  Environmental  Protection  Agency 
(EPA)  for  his  comments  concerning  the 
impact  of  this  proposal  on  the  quality  of 
the  environment.  The  Administrator 
requested  that  certain  questions  be 
asked  of  commenters  and  those 
questions  are  incorporated  in  this 
preamble.  In  addition,  the  Administrator 
commented  that: 

“While  we  are  encouraged  that  DOE  is 
reviewing  this  aspect  of  the  pricing  rules,  we 
ae  concerned  that  DOE  has  never  followed 
through  on  the  commitment  to  regulate  the 
retail  price  differential  between  leaded  and 
unleaded  gasoline.  Differentials  have  steadily 
been  rising,  with  the  self-service  differential 
currently  over  five  cents.  Spot  market 
wholesale  prices  appear  to  be  reflecting 
adequate  relative  supplies  of  unleaded  to 
leaded,  and  hence  low  spot  wholesale 
differentials.  This  may  be  due  in  part  to  the 
success  of  the  unleaded  production  incentive. 
Yet  retail  marketing  practices  are  still 
creating  high  differentials,  which  can  lead  to 
fuel  switching  and  the  loss  of  billions  of 
dollars  invested  in  emission  controls." 
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After  reviewing  the  proposal  to  which 
the  Administrator  refers,  DOE 
determined  that  the  economic  impact  of 
establishing  a  maximum  retail  price 
differential  between  leaded  and 
unleaded  gasoline  could  cause  supply 
disruptions  and  adversely  affect  market 
conditions.  Moreover,  DOE  does  not 
believe,  and  EPA  does  not  suggest,  that 
retail  price  differentials  are  caused  by  or 
result  from  DOE’s  regulations.  Rather 
EPA  suggests  that  retail  marketing 
practices  create  the  differentials  even  in 
an  adequate  supply  environment 
Lundberg  explains  this  phenomenon  as 
resulting  from  retail  price  competition 
using  regular  leaded  gasoline  as  the 
“fighting"  grade.  Lundberg  suggests, 
however,  that,  as  has  already  occurred 
on  the  West  Coast,  as  unleaded  gasoline 
becomes  the  dominant  gasoline,  it  will 
become  the  “fighting”  grade,  lowering 
the  differential.  See,  Lundberg  Letter, 

July  18, 1980.  In  light  of  our  commitment 
to  phased  decontrol,  we  believe  it  would 
be  inappropriate  to  create  a  new  retail 
price  differential  regulation  with  little 
more  than  a  year  remaining  of  our 
authority  for  such  a  regulation. 

B.  Section  404  of  the  DOE  Act 

Pursuant  to  the  requirements  of 
section  404[a]  of  the  Department  of 
Energy  Organization  Act  (42  U.S.C.  7101 
et  seq..  Pub.  L.  95-91),  we  have  referred 
this  proposed  rule,  concurrently  with  the 
issuance  hereof  to  the  Federal  Energy 
Regulatory  Commission  for  a 
determination  as  to  whether  the 
proposed  rule  would  significantly  affect 
any  matter  within  the  Commission’s 
jurisdiction.  The  Commission  will  have 
until  the  scheduled  close  of  the  public 
comment  period  on  the  proposal  to 
make  such  a  determination. 

C.  Executive  Order  No.  12044 

A  regulatory  analysis  as  required  for 
proposed  rulemakings  pursuant  to 
Executive  Order  12044  entitled 
“Improving  Government  Regulations" 

(43  FR 12661,  March  24. 1978)  and  DOE’s 
implementing  procedures,  is  being 
prepared  by  DOE.  The  proposed 
regulatory  analysis  is  available  at  DOE’s 
Office  of  Public  Information,  Room  B- 
210,  2000  “M"  Street,  N.W.,  Washington, 

D. C.  You  are  invited  to  comment  on  the 
proposed  regulatory  analysis.  A 
summary  of  the  proposed  regulatory 
analysis  is  set  forth  below. 

1.  Summary  of  Regulatory  Analysis — 
Most  authorities  agree  that  the  optimal 
mix  of  unleaded  gasoline  would  be  two 
grades,  with  one  of  the  grades  at  3 
octanes  above  the  minimum  grade 
required  by  the  Environmental 
Protection  Agency  (EPA).  Estimates  are 
that,  if  25  percent  of  unleaded  gasoline 


were  produced  at  the  higher  octane 
level,  this  mix  would  satisfy  the  needs  of 
that  portion  of  the  unleaded  automobile 
fleet  that  is  perceived  as  performing 
unsatisfactorily  using  regular  unleaded 
gasoline  (87  octane  (R+M)/2). 

Relatively  few  refiners  were  selling 
unleaded  gasoline  on  May  15, 1973, 
which  was  adopted  as  the  base  price 
date  for  gasoline.  Thus,  all  other  refiners 
must  impute  a  selling  price  for  unleaded 
gasoline  using  the  May  15, 1973  selling 
price  of  leaded  gasoline  with  the  same 
or  nearest  octane,  plus  one  cent.  The 
maximum  allowable  price  is  then 
derived  by  adding  increased  costs 
allocated  to  all  gasoline  to  the  unleaded 
grade. 

Most  refiners  imputing  a  selling  price 
for  unleaded  gasoline  produced  a 
regular  leaded  grade  of  gasoline  rated  at 
89  octane  (R+M)/2,  which  for  purposes 
of  the  DOE  price  regulations  is  closest  in 
octane  to  Ae  87  octane  (R+M)/2 
unleaded  grade  required  by  EPA. 
However,  a  few  refiners  were  marketing 
a  leaded  grade  with  a  lower  octane  than 
89  octane  (R+M)/2,  which  is  commonly 
referred  to  as  “subregular,”  and  that 
price  was  required  to  be  the  basis  for 
imputing  a  base  price  for  the  minimum 
octane  unleaded  grade.  We  are  aware  of 
one  refiner  that  was  marketing  only  a 
premium  leaded  grade  in  May  1973  and, 
therefore,  was  able  to  impute  a  selling 
price  from  that  higher  priced  product. 

One  of  the  proposed  changes  to  the 
regulations  would  either  allow  or 
require  all  refiners,  including  those  with 
May  15, 1973  actual  base  prices,  to 
impute  a  selling  price  for  a  minimum 
grade  of  87  octane  (R+M)/2  unleaded 
gasoline  using  the  base  price  of  89 
octane  (R+M)/2  leaded  gasoline,  plus 
one  cent.  This  would  remove  any 
disparities  caused  because  some 
refiners  are  required  to  impute  unleaded 
gasoline  May  15, 1973  selling  prices 
while  others  use  their  actual  May  15, 
1973  selling  prices.  Although  DOE  has 
been  informed  of  the  existence  of  price 
disparities  caused  by  the  current 
regulations,  we  do  not  have  sufficient 
data  to  calculate  the  effect  of  this 
proposal  for  purposes  of  the  Draft 
Regulatory  Analysis. 

A  second  proposal  also  would  permit 
refiners  to  impute  a  price  for  87  octane 
(R  +  M)/2  unleaded  gasoline  equal  to  the 
May  15, 1973  selling  price  of  89  octane 
(R+M)/2  leaded  gasoline  but  would 
include,  in  addition,  a  fixed  or  sliding 
octane  adjustment  to  allow  for  increases 
in  octane  of  unleaded  gasoline  above 
the  EPA  required  minimum  grade.  Each 
of  the  options  under  this  proposal  would 
increase  the  refiner’s  margin  for 
producing  an  unleaded  gasoline  with  a 
higher  octane  than  the  minimum  grade. 


However,  each  of  the  proposed  options 
would  cause  potential  price  increases 
that  are  less  than  those  that  would  occur 
if  refiners  produced  a  high  octane 
unleaded  gasoline  solely  to  achieve  a 
base  price  imputed  from  the  May  15. 

1973  selling  price  of  premium  leaded 
gasoline.  The  production  by  all  refiners 
of  an  unnecessarily  high  octane 
unleaded  gasoline  to  take  advantage  of 
the  present  “same  or  nearest  octane” 
provision  would  result  both  in  increased 
costs,  due  to  greater  production  costs 
associated  with  higher  octane  unleaded, 
and  a  possible  reduction  in  the  overall 
supply  of  unleaded  gasoline  because  of 
the  loss  of  unleaded  gallonage  that 
results  from  the  reforming  necessary  to 
achieve  the  higher  octane. 

A  third  proposal  would  allow  refiners 
to  allocate  increased  costs  to  different 
types  and  grades  of  gasoline  whether  or 
not  they  historically  marketed  the 
grades  or  priced  them  differently.  This 
amendment  would  permit  refiners  to 
assign  increased  costs  from  the  total 
increased  cost  pool,  which  includes 
costs  associated  with  increasing  the 
octane  of  unleaded  gasoline,  as  they 
deem  appropriate.  Since  there  would  be 
no  increase  in  the  refiner’s  margin  or 
total  profit  if  this  proposal  were  to  be 
selected,  there  is  no  additional  cost  to 
the  consumer.  The  proposal  does  allow 
refiners  to  apply  more  increased  costs  to 
one  type  or  grade  of  unleaded  gasoline 
than  to  another.  It  is  possible  that  a 
large  portion  of  these  costs  would  be 
allocated  to  the  higher  octane  unleaded. 

D.  National  Environmental  Policy  Act 

At  present  the  environmental 
consequences,  if  any,  of  the  proposals  in 
this  Notice  are  being  evaluated.  The 
requirements  of  the  National 
Environmental  Policy  Act  will  be 
satisfied  before  any  final  rules  are 
issued  pursuant  to  this  Notice. 

(Emergency  Petroleum  Allocation  Act  of  1973, 
(15  U.S.C.  751  et  seq.).  Pub.  L.  93-159,  as 
amended.  Pub.  L.  93-511,  Pub.  L.  94-99,  Pub. 

L.  94-133.  Pub.  L.  94-163,  and  Pub.  L.  94-385: 
Federal  Energy  Administration  Act  of  1974, 
(15  U.S.C.  787  et  seq.).  Pub.  L.  93-275,  as 
amended.  Pub.  L.  94-332,  Pub.  L.  94-385,  Pub. 
L.  95-70,  and  Pub.  L.  95-91;  Energy  Policy  and 
Conservation  Act.  (42  U.S.C.  6201  et  seq.). 
Pub.  L.  94-163,  as  amended.  Pub.  L.  94-385. 
and  Pub.  L.  95-70;  Department  of  Energy 
Organization  Act,  (42  U.S.C.  7101  et  seq.). 

Pub.  L.  95-91:  E.0. 11790,  39  FR  23185;  E.O. 
12009,  42  FR  46267) 

In  consideration  of  the  foregoing,  DOE 
proposes  to  amend  Part  212  of  Chapter 
II,  'Title  10  of  the  Code  of  Federal 
Regulations,  as  set  forth  below: 
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Issued  in  Washington.  D.C.,  August  8. 1980. 
Hazel  R.  Rollins, 

Administrator,  Economic  Regulatory 
A  dministration. 

Primary  Proposal 

la.  Section  212.83(c)(l)(i){B)  is  revised 
to  read  as  follows: 

§  212.83  Price  rule. 

»  »  ¥  ♦  » 

(c)  Allocation  of  increased  costs. 

*  *  * 

(1)  Allocation  of  increased  costs 
incurred  in  the  period  “t" — 

*  *  *  *  * 

(i)  *  *  * 

(B)  Notwithstanding  any  other 
provision  of  this  Subpart,  for  purposes 
of  this  section,  a  refiner  may  designate 
as  categories  within  the  product 
gasoline  different  types  (unleaded 
gasoline  as  differentiated  from  leaded 
gasoline)  and  grades  (differentiated  by  . 
octane  number)  of  gasoline.  In 
apportioning  the  total  amount  of 
increased  costs  allocable  to  gasoline 
among  categories  of  gasoline,  a  refiner 
may  apportion  amounts  of  increased 
costs  to  a  particular  category  of  gasoline 
in  whatever  amounts  it  deems 
appropriate. 

«  *  *  *  * 

Alternative  Proposal 

lb.  Section  212.83(c)(l)(i)(B)  is  revised 
•to  read  as  follows: 

§212.83  Price  rule. 

*  ^  *  *  ★  * 

(c)  Aiiocation  of  increased 
costs.  *  *  * 

(1)  Allocation  of  increased  costs 
incurred  in  the  period  “t” — 

*  *  *  *  Ik 

(i)  *  ‘  * 

(B)  Notwithstanding  any  other 
provision  of  this  Subpart,  for  purposes 
of  this  section,  a  refiner  may  designate 
as  categories  within  the  product 
gasoline  different  types  (unleaded 
gasoline  as  differentiated  from  leaded 
gasoline)  and  grades  (differentiated  by 
octane  number),  if  the  categories  so 
designated  by  the  refiner  represent 
discrete  gasoline  types  and  grades  that 
have  been  consistently  and  historically 
differentiated  by  that  refiner.  Beginning 

- ,  1980,  all  grades  of  unleaded 

gasoline  (Alternative:  add  clause  “with 
octane  (R  +  M)/2  greater  than  87 
(R  +  M)/2”)  may  be  designated  as 
separate  categories.  In  apportioning  the 
total  amount  of  increased  costs 
allocable  to  gasoline  among  categories 
of  gasoline,  a  refiner  may  apportion 
amounts  of  increased  costs  to  a 
particular  category  of  gasoline  in 
whatever  amounts  it  deems  appropriate. 


Primary  Proposal 

2a.  Section  212.83(c)(2)(iii)(C)  The  “A  ’’ 
factor  is  revised  in  the  definition  of  “Ai" 
to  read  as  follows: 

§  212.83  Price  rule. 

*  *  It  *  * 

(c)  Aiiocation  of  increased  costs. 

*  Hr  * 

(2)  Formuiae.  *  *  * 

(iii)  Definitions.  *  *  * 

(C)  The  “A" factor.  *  *  * 

“A|”  is,  for  i=l,  i=2,  i=3,  and  i=4, 
the  sum  of  the  increased  costs  of  crude 
oil  attributable  to  the  specific  covered 
product  or  products  of  the  type  “i” 
purchased  or  landed  on  or  after  January 
1, 1976  and  prior  to  or  during  the  period 
“s"  and  not  recovered  in  sales  of  that 
product  through  the  period  “t"  and  the 
increased  costs  of  crude  oil  attributable 
to  the  specific  covered  product  or 
products  of  the  type  “i"  purchased  or 
landed  on  or  after  January  1, 1976  in  the 
period  “t."  “Ai”  also  includes  the 
increased  costs  of  crude  oil  and 
purchased  products  attributable  to  the 
covered  product  or  products  of  the  type 
“i"  incurred  through  December  31, 1975 
and  not  passed  through  as  of  January  31. 
1976,  and  not  recovered  in  sales  of  that 
product  through  the  period  “t.” 
Notwithstanding  the  foregoing 
provisions  of  this  paragraph,  beginning 
March  1, 1979,  for  the  product  i  =  3,  “A|" 
shall  be  at  least  100%  (one  hundred 
percent)  of  “A/,”  plus  the  sum  of  “Ai®,” 
and  “A|*,”:  but  may,  at  the  option  of  the 
refiner  concerned,  be  up  to  110%  (one 
hundred  ten  percent)  of  “Ai''',”  plus  the 
sum  of  “Ai®,"  and  “Ai".”  Beginning 
•  December  1, 1979,  (Alternative: 

Beginning - ,  1980)  “Ai"  shall 

include  the  unleaded  gasoline 
production  incentive  found  in  §  212.83(j). 

Primary  Proposal 

3a.  Section  212.83(c)(2)(iii)(G)  The  "H" 
factor  is  revised  to  read  as  follows: 

§  212.83  Price  rule. 
•*«*** 

(c)  Aiiocation  of  increased 
costs.  *  *  * 

(2)  Formuiae.  *  *  * 

(iii)  Definitions.  *  *  * 

(G)  The  “H"  Factor. 

Hi“=  For  i=l,  i=2,  and  i=4,  the 
portion,  if  any,  of  the  total  dollar  amount 
available  in  the  period  “u”  for  inclusion 
in  price  adjustments  to  the  product  of 
the  type  “i"  that  pursuant  to  paragraphs 
(d)  or  (e)  of  this  section  the  refiner  elects 
to  include  in  prices  of  gasoline  for  the 
period  “u"  (in  which  case  “Hi“”  shall  be 
subracted);  for  “i"  =  3,  the  portion,  if  any, 
of  the  total  dollar  amount  available  in 
the  period  “u”  for  inclusion  in  price 


adjustments  to  No.  2  oils,  aviation  jet 
fuel,  or  general  refinery  products  that 
pursuant  to  paragraphs  (d)  or  (e)  of  this 
section  the  refiner  elects  to  include  in 
the  price  of  gasoline  for  the  period  “u” 

(in  which  case  “Hi“”  shall  be  added). 
***** 

Primary  Proposal 

4a.  Section  212.112(b)(1)  is  revised  to 
read  as  follows: 

§  212.1 12  Unleaded  gasoline. 

★  */*** 

(b)  *  *  * 

(1)  For  purposes  of  determining  the 
weighted  average  price  at  which 
unleaded  gasoline  was  lawfully  priced 
in  transactions  with  the  class  of 
purchaser  concerned  on  May  15, 1973  in 
order  to  calculate  the  “maximum 
allowable  price”  as  defined  in  §  212.82  a 
refiner  shall  use  a  price  not  in  excess  of 
eithen 

(i)  The  weighted  average  price  at 
which  89  octane  (R-(-M)/2  leaded 
gasoline  was  lawfully  priced  by  it  in 
transactions  with  the  class  of  purchaser 
on  May  15, 1973,  computed  in 
accordance  with  the  provisions  of 

§  212.83(a),  plus  1  cent  per  gallon,  plus 
an  octane  adjustment  equal  to  one  half 
cent  (.5  cent)  times  each  octane  (R+M)/ 
2  the  unleaded  gasoline  is  greater  than 
87  octane  (R+M)/2.  (Alternative;  add 
sentence  “No  octane  adjustment  is 
permitted  for  octanes  greater  than  91 
octane  (R+M)/2.”)  If  a  firm  did  not  sell 
89  octane  (R+M)/2  leaded  gasoline  on 
May  15, 1973,  the  firm  shall  use  the  May 
15, 1973  selling  price  of  the  nearest 
octane  gasoline  sold  by  the  firm  on  May 
15, 1973,  adjusted  by  one  half  cent  (.5 
cent)  times  each  octane  rating  the 
gasoline  was  above  or  below  89  (R+M)/ 
2,  as  the  May  15, 1973  selling  price  for  89 
octane  (R  +  M/2  leaded  gasoline;  or, 

(ii)  The  weighted  average  price  at 
which  unleaded  gasoline  was  lawfully 
priced  in  transactions  with  the  class  of 
purchaser  concerned  on  May  15, 1973. 
computed  in  accordance  with  the 
provisions  of  §  212.83(a);  (Alternative: 
Delete  clause  (ii))  and, 

*  *  *  It  * 

Alternative  Proposals 

4b.  Section  212.112(b)(1)  is  revised  to 
read  as  follows: 

§  2 1 2. 1 1 2  Unleaded  gasoline. 
***** 

(b)  *  *  * 

(1)  For  purposes  of  determining  the 
weighted  average  price  at  which 
unleaded  gasoline  was  lawfully  priced 
in  transactions  with  the  class  of 
purchaser  concerned  on  May  15, 1973  in 
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order  to  calculate  the  "maximum 
allowable  price"  as  deOned  in  §  212.82  a 
reHner  shall  use  a  price  not  in  excess  of 
either. 

(i)  The  weighted  average  price  at 
which  89  octane  (R+M)/2  leaded 
gasoline  was  lawfully  priced  by  it  in 
transactions  with  that  class  of  purchaser 
on  May  15, 1973,  computed  in 
accordance  with  the  provisions  of 

§  212.83(a),  plus  1  cent  per  gallon,  plus 
an  octance  adjustment  for  each  octane 
(R+M]/2  the  unleaded  gasoline  is 
greater  than  87  octane  (R+M)/2. 
(alternative:  add  sentence  “No  octane 
adjustment  is  permitted  for  octanes 
greater  than  91  octane  (R+M)/2.”)  The 
octane  adjustment  for  each  octane  shall 
equal  the  difference  between  the  May 
15, 1973  selling  price  of  the  highest  and 
lowest  octane  (R+M]/2  leaded  gasoline 
divided  by  the  difference  between  the 
_  octane  (R+M)/2  of  the  highest  and 
lowest  octane  leaded  gasoline  sold  by 
the  individual  refiner  to  the  particular 
class  of  purchaser  on  May  15, 1973; 

(alternative:  in  lieu  of  class  of  purchaser 
use  a  specific  level  of  distribution  such 
as  refinery  gate  or  retail). 

(ii)  Or,  the  weighted  average  price  at 
which  unleaded  gasoline  was  lawfully 
priced  in  transactions  with  the  class  of 
purchaser  concerned  on  May  15, 1973, 
computed  in  accordance  with  the 
provisions  of  §  212.83(a);  (Alternative: 
delete  clause  (ii))  and, 

4c.  Section  212.112(b)(1)  is  revised  to 
read  as  follows: 


Incremental 
Irtcrease  for 
each  octarre 

Srealer  than 
7  (R  +  M)/2 
(In  cents) 


Total  cents 
permitted  lor 
octane 
increases  of 
corresponding 
amount 


Total  octane  increase: 


1  .  .50  .50 

2  .  .55  1.05 

3  .  .60  1.65 

4  .  .65  2.30 

5  . - .  .70  3.00 


(ii)  Or,  the  weighted  average  price  at 
which  unleaded  gasoline  was  lawfully 
priced  in  transactions  with  the  class  of 
purchaser  concerned  on  May  15, 1973, 
computed  in  accordance  with  the 
provisions  of  §  212.83(a);  (Alternative; 
delete  clause  (ii))  and, 
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§  2 1 2. 1 1 2  Unleaded  gasoline. 
***** 

(b)  *  *  * 

(1)  For  purposes  of  determining  the 
weighted  average  price  at  which 
unleaded  gasoline  was  lawfully  priced 
in  transactions  with  the  class  of 
purchaser  concerned  on  May  15, 1973  in 
order  to  calculate  the  “maximum 
allowable  price”  as  defined  in  §  212.82  a 
refiner  shall  use  a  price  not  in  excess  of 
either; 

(i)  The  weighted  average  price  at 
which  89  octane  (R-)-M)/2  leaded 
gasoline  was  lawfully  priced  by  it  in 
transactions  with  that  class  of  purchaser 
on  May  15, 1973,  computed  in 
accordance  with  the  provisions  of 
§  212.83(a),  plus  1  cent  per  gallon,  plus 
an  octane  adjustment  to  reflect  the  total 
number  of  octanes  the  unleaded 
gasoline  is  greater  than  87  octane 
(R-|-M)/2.  The  octane  adjustment  shall 
be  as  follows: 


